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Chapter Topics P. 225

Chapter 7 split into 2 sessions:

Bill

» Issue 4: Employer Provided Child Care Credit

» Issue 5: Deduction for employer provided meals & enter.
» Issue 7: Qualified Commercial Clean Vehicle Credit
Mary Jane

» Issue 1: Conditional / Contingent Debt Obligations

» Issue 2: Business Bad Debt Deduction

» Issue 3: Fringe Benefits for Small Businesses
» Issue 6: Marijuana and other illegal businesses

Issue #4 - Employer Provided Child Care credit 248

Facilities and Services

Credit for Employer-Provided Childcare . oo 1 s

Semaaro 131

 Con ity e ek o 'l |

Up to 150,000
business tax credit!!

.m

.
S ———————— |
s

.
e T Yt v 1 8. pies |
o T A T

B
Child Care facility - B




Chapter 7: Business Tax Issues - Bill Van

11/7/2024

Eerden
Qualified Child Care Expenditures 248
1 Facilit » Followlocal laws - licenses
* y » Principal use to provide child
care assistance
Acqui » Enrollmentopen to
cqutlre, " employees (30%
cohnsb‘rltljc > dependents of employees)
renabi |tzte » Not discriminate in favor of
orexpan highly compensated
Subject to depreciation > ((e:mp:;)yfees id .
(not personal residenc anbein res;‘ en;:eof ilit
of taxpayer or employee person operating the facility
If, as of the close of any taxable year, there is a recapture event with respect to any
qualified child care facility of the taxpayer, then the tax of the taxpayer under this chapter 248
for such taxable year shall be increased by an amount equal to the product of—
NOT ecapture percentage, and
IN If the recapture event occursin: | The applicable recapture percentage is:
Years 1-3 : | 100
BOOK I Year 4 : | 85
| ears : |70
| Year 6 = | 55
Year 7 [-ID
| Year 8 8 25
| Years 9and 10 : i 10
| Years 11 and thereafter | 0.
Any recapture tax is reported on the line of your tax
return where other recapture taxes are reported (or, if no
such line, on the “total tax” line). The recapture tax may
not be used in figuring the amount of any credit or in
figuring the alternative minimum tax.

Qualified Child Care Expenditures

Includes costs related to

Contract to provide
facility for child care
services

248 + 249

2. Operating costs |3. Resource & Referral

training and scholarships Contract to provide child care
resources and referral services

109
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How to claim credit

Form 3800

249

1,2\,_5 Credit reduces
ot depreciable basis
or deductions

11/7/2024

Issue #5 - Employer provided meals and entertainment

250

Meals taxable to employee Meals deductible by employer
General Rule —-yes General Rule - no deduction

2 exceptions

1. De minimis IRC 132 Unless:

2. For convenience of

employer IRC 119 To be discussed.........
8
Issue #5 - Employer provided meals and entertainment 250

1. Meals
» IRC 274(k) - No deduction

unless:

2.Reg 1.274-12(a)

» Not lavish or extravagant
» Taxpayer or employee is present (including travel)
» Provided to the taxpayer or a business associate

3. THEN a. THEY‘I 6 exceptions
274(n): 274le):
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Employer provided meals and entertainment

For this purpose, food or beverage means - all food or
beverage items regardless if considered meals, snacks, etc..
Includes delivery fees, tips, sales tax.

Evenif the food or beverage is considered a de minimis fringe
benefit under IRC 132.

Business Associate — reasonable expect to engage or deal
with: customer, client, supplier, employee, agent, partner or
advisor. Whether established or prospective.

250

11/7/2024

10

Example 7-19

Art
Gallery

V\aﬂage‘ ’

S e &5
"

="

Lunch to discuss annual ®
performance review

250

11

Example 7-19

Art
Gallery

Lunch to discuss annual
performance review

deduction

250

12
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Employer provided meals 250
()
But
6 big exceptions!!!
13
Exceptions to the limitations 251
23 B W-2 ZXEENSe . Reimbursed
B 5@ 1099 reimbursement  expenses
0L D —

e

general public

general NOTE: Al ‘
_j public 2020 Workbook!

Available to the

| L Sold to )
ot more detailin ihe

14

Meals furnished on employer’s premises

» Meals provided on
employer’s premises
» Convenience of employer

\RC 119

o i . "_4 1o
2025 and before 2026 and after

1. 50% employer deduction 1. No employer deduction

2. Excluded from 2. Excluded from
employee’sincome employee’sincome

251

15
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Limits on Entertainment Deduction 251

O No deduction for entertainment, amusement or
recreation!!
O What is “entertainment”?
* “any activity thatis generally considered to
constitute entertainment, amusement or
recreation”

w Hunting/fishing trips Even if
m related to

active

) ofa
Athletic clubs business

16

Exceptions to the limitations 251
expense .
Reimbursed
1') ? W=2 reimbursement expenses

TS
s 1099

Available to the
general public

IS \ Provided to

3
A\ \‘\ employees on

Sold to _ business premises

l% general ne 2, Businessmeeting
ublic (notin meals
i - Lixqd

exceptions)

17

Food /Beverage at Entertainment Activity 251

Purchased
separately

caﬂ"‘\us‘

OR alloC ate

Food or
beverage

Stated
separately
oninvoice

If not, no deduction

18



Chapter 7: Business Tax Issues - Bill Van
Eerden

Recreational Expenses for employees

252

11/7/2024

Food/Beverage Entertainment
(50% allowed?) (0% allowed?)

No Limitation. Both fully deductible

(As long as it does not discriminate in favor of highly compensated)

Holiday . Summer Other similar
; Picnic .
Parties outing event
| J
Y

19
Example 7.20 250
Ambient Electric hosted a
Holiday Party for allemployees
20
Example 7.21 250
Olivia
Manager
Enne Invited to
pioy dinner
R Ordered
birthday cake 50% deduction. Business meal
vs primarily for employee’s
benefit. Employee recreational
exception does not apply.
21
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Example 7.22 250
Sandwich shop
For employees.
Not recreational or
social.
22
Expenses treated as compensation 253

Brsanc

Meals provided to employees
that do not meet the de minimis
fringe benefit exception must be
included in employee’sincome

m Deductible

23

Expenses treated as compensation - ex 7.23

Builder provides food and beverages
to employees without charge at job
site.

Includes amount in their W-2s

Uses Reg 1.61-21 to figure

@Y Deductivle

amount g ¢ -
n

24
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To page 261

25

Issue #7 Commercial Clean Vehicles 261
EV vehicle credits

IRC 30D - new clean vehicle IRC 45W - Commercial Clean
credit Vehicle Credit
» Can be <100% business use
» MSRP limits (must be 100% business use
> MAGI limits and new)

IRC 25E - previously owned clean
vehicle credit
» Smaller credit

I Chapter 10 — Page 385

26

Commercial Clean Vehicles 261

Why can’t| just transfer the credit to the dealership when | buy the
vehicle?

Q3. What are the requirements a buyer must meet to
be eligible to transfer the New Clean Vehicle Credit
or Previously Owned Clean Vehicle Credit to a
registered dealer? (updated July 26, 2024)

Q17. Can | transfer a credit if | will use the vehicle for
both personal and business use? (added Oct. 6,
2023)

A17. You can tran:

fer the New Clean Vehicle Credit only if you intend to use the

vehicle predominantly for personal use.

27
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Qualified Commercial Clean Vehicles 261

11/7/2024

Qualified manufacturer
Acquired for use in trade or business, not sale
Use on public roads, not rails. Or mobile machinery

YV VY

be recharged by external source of electricity
For use primarily in the U.S.
No 30D new clean vehicle credit claimed

Y VYV

Propelled to a significant extent by an electric motor that can

28

Qualified Commercial Clean Vehicles

* Pervehicle - lesser of:
1. 15% of vehicles basis (30% if no internal

combustion engine) - pretty easy L ‘-*"E?j‘
2. Incremental cost of the vehicle - What? /ﬁ
i |
Maximum 7,500< 14,000 pounds
40,000> 14,000 pounds

29

Qualified Commercial Clean Vehicle Credit 262

Incremental cost of the vehicle

Purchase Excess Comparable
price t vehicle
cos powered by gas
or diesel
safe
Seems like that would - po¥
al
be hard to determine! BUT i;% w
30

10
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Incremental cost for tax year 2024 262

Notice 2024-5
The guidance informs taxpayers that the Department of the Treasury and the
Internal Revenue Service have reviewed the incremental cost for all street
vehicles in calendar year 2024. The analysis shows that the incremental cost of

all street vehicles that have a gross vehicle weight rating Of less than
14,000 pounds will be greater than $7,500 in calendar
year 2024.

Accordingly, the incremental cost will not limit the available credit amount for
street vehicles that have a gross vehicle weight rating of less than 14,000
pounds and are placed in service in calendar year 2024

31

How big is a commercial
vehicle that weighs over
14,000 pounds to get the B

credit up to 40,0007 m % =
-}

Very Big! maf

32
Claimingthe credit 262
IRC 45W IRC 30D
Commercial Part Personal
Vehicle Part Business
8936 Schedule A part | Business portion | |Personal portion
8936 Schedule A partV
Form 8936 partV 8936 Schedule A part Il 8936 Schedule A part Il
Form 3800 Form 8936 part Il line 6 Form 8936 part Il line 9
1040, Schedule 3-line 6a Form 3800 1040, Schedule 3 — line 6f
1040, Schedule 3 - line 6a ’
33

11
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Form 8936
Schedule A

A.
B.

Vehicle _
information

. a7

a2

Commercial
Part business/ e e Yoo gt b et e v o 4oy et e e, o e
Part Personal

11/7/2024

34

19 Enter the cost or cther basis of the vehice. Soe matuctions

2

n

22 Multiply e 21 by 15% 10.15)[30% [0:30} the nswer on e 18¢ above & “No']
2

z-

S

Y
of Farm B335

140 Par v of Form Lz
ﬁmm Quaii ioan Vehicis)

18 T Arswer Yes"

iites Gscussndin the nstructions. appies.
0 ves.

£ Mo, Stop hare. . or acauired for
reai
o 18 tho veticio w80 powened by gas or ciesel? See instructions

0 Yo
0 Mo,

Sacton 170 expense Geducton sae mncTons) Subtractsec 179

‘Subwact ine 20 from e 19

15% or 30%

Entor the ncromental cost of the vehicie. Se0 insirctions

Entor the smaser of i 22 0r ine 23

Maximum 7,500
To Form 8936 line 19

14,000 pounds or more) . .
of b 24 or ina 25 1omPany

35

Form 8936

8 Erie o smater ot 2. ire & s
Crwdit for

o of

" ooy T . ing
T2 vt 11 e 10 1 2 e, 0. s . Yo 50 ks o g v [ W comi!
port f acredt Laa] o cred i
?rom partnersh'®
orp ¥
and S¢ a

canbe adde

From ScheduleA line 26

=
T o v s o P 4, Pt i+ e To Form 3800

T

36
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Form 3800

b Fom 7207

f— e
Current Tatvogh 122, a3 of
] - L -
ol - e
w ot | Pt smivon | B, O ] e |t cncne | camunatons
Bl B R e e ol L e

1a Fomvien Pas T | i 1 — — —

11/7/2024

37

— Additional Credits and Payments —

e s o 0 00 0, s r
le

T T TR & T

Form 2441

& Other oo

2
3 Educaton creds trom Form 8863, ine 10 3
& roment savengs Comrinons croat Atach Fom 6480 .
Sa. Residortial cean eoergy crecit from Form 5495, e 15 52
b Enery oicant home imgrivamn i bom Form 5695, e 32 =

& Agoston cregt. Artac Form 8830
d Crocit for the eldery or dnabled. Attach Schadhde A
‘& Reserved for haure use
1 Cloan varicio crodit. Attach Form 836

9 Mrtgage meren cradt Attach Form 8358
N Dtrct of Gotemtsn rst.tma hmatye eradt. Aftsch Form 8854 |
| Ousifiod ssctic vetsce credt. Attach Form 883

[N Honvetundabie Credts
1 Formon tax credt. Attach Form 1116  recuiend [
2 Crodt for chid and dependent care wxpenses fom Form 2441, e 11, Attach

I Croct 1o hokders of tax credt bends. Atiach Fom 8912 .

I Amount on Form 8978, ine 14, See instrctions .
1 Crecit for praviously cwned chean vaficies. Attach Form 8936
2 Othar norvehundabie crecits. List ype and amourt

I
[o]
“
o
[a]
ol
o]
I
[om]

38

Form 8936
Schedule A

Vehicle _
information

up to 7,500
Business %
Business portion to line 6
Personal portion to line 9

L
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e
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0
W0 Erter the st om Fomm 1040, 1040-SR, o 1080-1 e 18
9 Paronst cruty bom Form 3040, 040-SR,or 104090 fom rumction
w o 10, 2 o e, s -0- 8 Ao P, YO Y A o persons ke
13 Parsonl use gt of credh Eer s semaler of o 8 3¢ e 12 e 4l o S 3 Fom |
10401 e 0. B 13 s st S b , 0 rtcticrs.
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W
RTRre— 040, 104059, v 104309 bea 18
38 Pronal crests bom Form 5640, 1040-58 or 104091 fsm rmtnctons
Sbiract i 16 o e 15. 1 1 o b, s - 53 0 P, Yo Y e P PtV
e the el of s 14 00 k. 17 v, a0 o Schich i 3 (Frm 16408 b G, 1 i
o

Form 8936

Froe e

20rirms s

Cawcit fo Buines

e,
sty i e $775.600 £ haad of ex et

)
Mol oot oot Won i g 03 5 Corpr o [ses Fstnctorsd
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ity wvhing woinm $575,500 8 haod o4

Vehicies
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bennerund)

From ScheduleA line 11
To Form 3800
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1 Foregn tax cred. Attach Form 1116 I recuired
2 Crecht for chid and dependent care experses from Form 2441, e 11, Attach
Form 2441

i
4 Retiroment savings contributons credt. Attach Form 8880
e
S
P
=
s
e
=
ety
e S
| Ouaktd suctic vencie crean Anach Form B8

il
& Crecit 10 holdders of tax credt bonds. Amtach Form 8912
e
e
e

230033000

>
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[
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Example 7.27

Steve Tarrant 47,000
Schedule C —_—

100% business

262-263

Because it’s 100% business, report as
Qualified Commercial Clean Vehicle

0292 Form 8936 — Schedule A Part V
po? 7,500

Form 8936 - Part V
Form 3800 - Part I, line 1aa

43

ANY QUESTIONS?

44

15



